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The Practicing CPA
Published for All Local Firms by the AICPA Private Companies Practice Section

BUILDING A PARTNERSHIP OF ENTREPRENEURS
To be a partner in a successful accounting firm today
requires more than an ability to manage numbers.
The emphasis has shifted to leadership. Clients no
longer expect to receive just a commodity when
they purchase our services. They are looking for
solutions to their business problems and for help in
taking advantage of opportunities. Partners must be
entrepreneurial to meet clients' changed expecta
tions. Leadership and entrepreneurship are now
synonymous in public accounting.
This means there must be an emphasis on lead
ership training in our firms if we wish to remain
competitive. It also means entrepreneur training
must begin at the staff level. In our firm, we have
already witnessed a slowing of the partner track,
and believe that, in the future, technicians will
become partners at a much slower pace than
entrepreneurs.
Developing entrepreneurs is a continuous process.
We try to identify the best supervisors, put them
through a stringent manager-selection process, eval
uate their performances at that level, and continue in
a similar vein to partner selection. As well as the
usual objective requirements for selection to man
ager, such as experience, the ability to manage con
sistently, and the degree to which the individual
participates in our organization, we have a number of
subjective (entrepreneurial) requirements.
We are looking for individuals who are oriented
toward marketing, who have the respect of the work
force, who can plan and manage engagements, and
who have the confidence of clients. In addition to
these traits, potential managers must be assertive,
must constantly strive for improvement; must have
the ability to train others; and must be committed
to the profession, the firm, and the principles to
which the firm adheres. One further step we take is
to compare each candidate to a psychological pro
file of a successful manager in our firm. This last
criterion is not a pass-or-fail situation, but the pro

file helps us in our overall assessment of a persons
potential.
Managers’ performances are evaluated with a view
to the individuals suitability for partnership. The
process includes an annual goal-setting session and
an achievement report, and the development of a
plan to partnership that is individually tailored.
In addition to their having the requisite technical
ability, temperament, and personality, those se
lected for partnership must be innovative, creative,
and deeply involved in the nontechnical areas of
client management.
Our firm needs partners who can attract new cli
ents, expand services to present clients, and achieve
agreed-upon goals. To build our partnership of
entrepreneurs, we make extensive use of a variety of
training techniques to develop individual en
trepreneurial skills. We find the following tools to be
particularly effective.
The management team concept
This activity is basically aimed at establishing the
long- and short-term goals of the office and develop-
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ing an action plan to ensure that these goals are
accomplished. All partners and managers are
involved in this, and managers participate in the
decision-making process. Because part of the man
agers' compensation is based on the financial suc
cess of the office where they are located, they have a
vested interest in the outcome.
The glue holding the concept together is that all
partners and managers are responsible for attaining
the goals established in the firm's annual business
plan (an offshoot of the five-year business plan). This
has three elements.
□ The financial plan. This describes in detail how
the profit goals will be attained.
□ The marketing plan. This describes specific mar
keting options available each year by (1) identi
fying the task, (2) designating the person
responsible for the activity, and (3) stating the
date by which the option will be accomplished.
□ The personnel plan. This is a detailed discussion
of the steps we will take to accommodate pro
duction peaks and valleys in each office. It
covers use of the overtime bank, staff motiva
tion and morale, overall annual scheduling,
and various actions taken to ensure that we
balance the work load and work force as much
as possible.
Annual management retreats
All partners, managers, and the office administrator
attend these annual retreats. The main purpose of
the meetings is to look forward, not just to rehash
past activities and financial results. Each office has
a local office strategic plan that is tailored to the
strengths and personalities of the people in that
office. The local office plans flow into the firm’s fiveyear strategic plan. Successes and failures are mea
sured at the annual management retreat in terms of
future accomplishments. Action plans are updated
annually.

The leadership career program
To further assist us in identifying and training
future firm leaders, we began the leadership career
program (LCP) a few years ago. This is a two-year
program of intensive training for the eight to ten
people enrolled at any particular time. In addition

Q. How can CPAs develop the executive and lead
ership skills needed today?

A. Sign up for the program specifically developed
by the University of Texas at Austin and the
AICPA management of an accounting practice
committee. Call Laura Inge, (212) 596-6135, by
September 15, for details.

to the 40 hours of regular CPE required annually by
the firm, LCP participants receive, at the minimum
□ 40 hours of on-the-job training. This would
include assisting firmwide management with
problems and issues, acting as project man
agers, and providing assistance to the partners
in charge of local offices.
□ 40 hours of formal LCP training. This would
include attending national practice manage
ment conferences, PCPS conferences, and par
ticipating in Management for Results semi
nars, and various leadership courses.
□ 100 hours of personal time investment. This
would include extensive reading of selected
books, articles, and case studies.
LCP training is tailored to the specific needs of
each participant and includes in-depth psychologi
cal testing to determine each one's leadership style.
In addition, an intensive needs analysis is con
ducted by surveying staff and peers, and an action
plan is put into effect to pursue developmental
needs and reinforce strengths.
Besides these efforts, we conduct a variety of surveys
to assess management practices, the effectiveness of
firmwide communications, staff motivation and mor
ale , and individual development needs. These are ongo
ing, long-term programs and a learning experience for
all of us. We have a psychological profile of the leaders in
our firm, and, basically, these programs are designed to
help us identify and train future leaders who can suc
ceed in our environment. We believe it is the way to
build a partnership of entrepreneurs. □

— by Carl R. George, CPA, Clifton, Gunderson & Co.,
301 SW Adams, Suite 800, Peoria, Illinois 61602, tel.
(309) 671-4560, FAX (309) 671-4576
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Consulting: Its Time Has Come
What do audits, financial statements, and tax
returns have in common? In addition to serving as
the backbone of our profession, they have become
commodities in the eyes of the public. What hap
pens to a commodity when it is left to stand on its
own merits without any value added to it? Price
becomes the most important buying criterion.
Many traditional CPA practices have been forced
to deal with this issue in the audit marketplace,
where severe price discounting battles have been
fought. Other firms have begun to experience fee
pressure on services such as financial statement and
tax return preparation.
Why have our services become commodities? One
reason is that our profession has done a great job of
selling the value of a CPA’s education, training, and
skills. The public tends to judge us as a profession,
however, rather than individually. As a result, people
often generalize that all audits, financial statements,
and tax returns are basically alike, as long as the
preparer has the letters CPA after his or her name.
This is where consulting comes in. Consulting uti
lizes the CPAs knowledge of a clients business in
order to offer advice or lend assistance in maximiz
ing the use of existing resources.
Now let's look at our profession, where, because of
the abundance of quality computer software, finan
cial statements and tax returns are becoming easier
to produce. In fact, many business owners will pur
chase one of the many tax software packages avail
able and complete the tax returns themselves.
The way to combat such a situation is to offer a
service combining the commodity product with
advice based on your personal knowledge and expe
rience. Consulting is the forum that enables you to
deliver that advice.
Even if you are regularly advising your clients, if
the service is not distinguished as consulting and
marketed as such, it will prove to be of little value.
The American consumer has grown accustomed to
being able to choose between goods in a strippeddown, bare-bones package, and those in a format
bursting with extras. While our profession provides
this delineation of services, it seems we confuse the
consumer by referring to both bundled and un
bundled versions identically.
Let’s say one of your clients calls several times
during the year with tax questions. If you are like
many CPAs across the country, you will record that
time and bill it when you deliver the tax return. The
bill will often only state, "Tax return preparation."
So, here is an example of where consulting services
were appropriately delivered, but were not pro
moted in a manner that created a distinction

between the commodity and the consulting service.
It is this distinction that gives you a competitive
edge for building client loyalty and generating new
business.
In theory, it is simple to incorporate consulting
into your daily routine because, for the most part,
we are discussing a change in philosophy rather
than a change in work habits. In practice, however,
there are always unexpected stumbling blocks.
These obstacles vary, depending on the skills and
personalities involved. The good news is that they
can be overcome. Following are three ingredients
which influence the successful formalization of
consulting.

Management commitment
The firm, or at a minimum, the management team,
has to believe in and be committed to the transition
to consulting. The advantages of committing to this
strategy vary among organizations but typically fall
into one or more of the following categories:
□ Maintaining and protecting the client base.
□ Expanding the firm’s current offerings.
□ Generating additional revenues.
□ Repositioning the firm as business advisors.
□ Meeting client expectations.
How can the implementation of a consulting
strategy accomplish any of these goals? Well, first of
all, they work hand-in-hand with each other. The
premise behind all of them is to expand your servic
es so as to increase your ability to address clients'
concerns. By providing more management assis
tance, for example, you strengthen the relationship
between client management and your firm. By
stretching your role beyond traditional services,
you become more than a financial advisor—you
become part of a team that is focused on the com
pany's survival and prosperity. Your knowledge and
skills play a much larger role. In fact, client manage
ment will increasingly rely on your judgment.
Consulting not only helps you take care of clients
but helps you take care of your firm, as well. As you
develop and maintain stronger ties with your cli
ents, they begin to count on you for advice in a
number of different areas. I know this philosophy
sounds self-serving, but it is also in the clients' best
interests. Many of us have had clients who, because
we were not paying close attention to their needs,
hired another firm to perform a specialized service
such as strategic planning, marketing consulting, or
operational auditing. And unfortunately — and all
too often — several thousand dollars later, they were
left with a document that will forever sit and collect
dust. The lesson here is simple. Continually meeting
the needs of clients is as rewarding to the practice as
it is to the clients.
→
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MCS Division Targets Member Needs
The AICPA management consulting services
division is developing a strategic plan to iden
tify changes needed to better serve its mem
bers. In a related move, the most recent issue of
the CPA Management Consultant includes a
FAX survey to gauge member opinions.
Members receive four types of practice aids,
the divisions nonauthoritative guides. Indus
try consulting practice aids contain back
ground on various industries; technical con
sulting practice aids concentrate on topics
such as financial models or disaster recovery
planning; small business consulting practice
aids stress areas such as helping clients obtain
loans; and practice administration aids
include topics such as managing a more profitable MCS practice. Members may also
exchange information or services through the
membership section data base referral system.
For further information, call the Institute,
(201) 938-3503.

The profession is changing
There are dramatic changes occurring in our profes
sion. Consulting, and how we incorporate it into our
daily routine, is a way to respond to the new direc
tion. One change is that because of the increasing
presence of in-house CPAs, clients are performing
more of the traditional accounting work. The out
side CPA is left with a diminished scope of service.
This brings up another issue: CPAs need to change
the way services are delivered. Clients want our
planning, advisory, and visionary skills, rather than
our ability to process work. We need to unbundle the
way we package service delivery, and allow clients
more flexibility in service choice.
Consulting is for everyone
The third ingredient in the successful implementa
tion of consulting is a clear understanding that con
sulting is a service every member of your firm
should offer. It is not just for a select few. Certainly,
the more experience a CPA has, the greater the lati
tude available in the services to be offered. But in
today's struggle for distinction, no service should be
delivered without a consulting component.
If you prepare a tax return, for example, then tax,
retirement, and estate planning should be offered as
well. If you perform bookkeeping services, no state
ment should be delivered without spending time
with the client reviewing the data.
Practicing CPA, September 1993

Consulting opportunities can be enhanced with
□ Management commitment.
□ A belief that this strategy is required to stay in
step with the profession.
□ An understanding that the maximum return on
investment will be earned only when everyone
in the firm incorporates a future-focused
attitude toward the client work they perform.
While this transition demands a great investment
of time and energy, the rewards far outweigh the
costs. Consulting provides you with a marketing
platform, as well as new, exciting services to offer. It
forces everyone in the firm to not only analyze past
client relationships, but also future needs. Con
sulting creates loyalty, enhances client satisfaction
and retention, and results in increased revenues per
client. All in all, it provides a solid foundation on
which to position your firm for the 21st century. □
— by William L. Reeb, CPA, Winters, Winters & Reeb,
8310 Capital of Texas Highway, Suite 270, Austin,
Texas 78731-1022, tel. (512) 338-1006
Editors note: Mr. Reeb is co-author of Small Business
Consulting: Making It Work, published by the AICPA,
which discusses how to succeed in organizing, mar
keting, and selling client-driven consulting services.
To purchase the book (product no. 003570, cost
$46.00) call the AICPA order department, (800) TOAICPA. Ask for operator PC.

PCPS Advocacy Activities
TIC acts on members’ problems
When client managers of projects with mortgages
insured or held by the U.S. Department of Housing
and Urban Development (HUD) received notices
from the agency that their audit fees were excessive,
PCPS members contacted the PCPS technical issues
committee (TIC). TIC learned that the notices were
based on inappropriate fee ranges, and failure to
consider the varying condition of project records
and the cost of implementing the new HUD consoli
dated audit guide.
TIC urged the AICPA Washington office to bring
these inequities to HUD's attention. As a result, HUD
issued a cautionary memorandum to its field
offices, summarizing the guidance on the propriety
of auditors fees in its four newly revised financial
series handbooks.
TIC and the AICPA are eager to help resolve mis
understandings such as the above, and obtain clar
ification of authoritative guidance, where needed. If
you are faced with a similar problem, just write to
TIC at the Institutes offices in New York □
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Your Voice in Washington
AICPA wins estimated tax battle; also scores on
other tax provisions in president's budget plan
The American Institute of Certified Public Accoun
tants' long-fought battle to repeal the onerous 1991
individual estimated tax rules (see Practicing CPA,
June 1993) ended in victory when President Clinton
signed his budget plan into law on August 10, 1993.
The new law includes the proposal the AICPA helped
draft to restore a prior-year tax safe harbor to indi
vidual taxpayers who are required to make quar
terly estimated tax payments.
Under the new law, individuals with $150,000 or
less in prior-year adjusted gross income (AGI) would
be allowed to use the 100 percent previous-year tax
safe harbor, while those with a higher AGI last year
would be required to use 110 percent of their pre
vious year’s tax liability. All taxpayers still would be
able to use 90 percent of the current year’s tax as a
safe harbor.
The AICPA fought Congress hard on its planned
change to taxpayer and preparer penalties (see Prac
ticing CPA, August 1993). The AICPA succeeded in
convincing Congress to delete the return preparer
provision that would have made more stringent the
standard allowing a preparer to sign a return with a
fully disclosed controversial return position. Con
gress stood firm in its determination to tighten the
standard for taxpayers, however. Taxpayers will be
penalized even for disclosed positions that lack a
"reasonable basis,” while preparers may continue to
sign returns with disclosed positions that are not
"frivolous.”
Congress followed other AICPA recommend
ations, too, when it put together the final version of
the tax and budget package. While no one would
characterize the just-passed measure as “simple,"
the AICPA’s simplification message to Congress did
help in two areas. First, the new law allows amor
tization of intangible assets, including goodwill,
over fifteen years and generally simplifies tax
accounting in this area. Second, an investment tax
credit opposed by the AICPA because of its complex
ity was dropped from the bill.
Another AICPA-supported measure was added to
the final bill during the conference. It was spon
sored by Rep. Pete Stark (D-CA) and provides that, in
presidentially declared disasters, rules favorable to
the taxpayer kick in with respect to having to recog
nize gain on any insurance proceeds that are
received. The measure is retroactive to September
1991, and so would cover taxpayers affected by the
Oakland fire, Hurricanes Andrew and Iniki, and the
current floods in the Midwest. □

Conference Calendar
National Governmental Accounting and
Auditing Update Conference
September 20—21—Arizona Biltmore,
Phoenix, AZ
Recommended CPE credit: 16 hours
National Practice Management and
Marketing Conference*
September 27-29—Las Vegas Hilton,
Las Vegas, NV
Recommended CPE credit: 22 hours
Software Users Conference*
October 4-5—Sheraton New Orleans,
New Orleans, LA
Recommended CPE credit: 16 hours
CPA's Role in Litigation Services
October 7—8—Fairmount Hotel, Chicago, IL
Recommended CPE credit: 16 hours
National Governmental Training Program
October 25-27—Westin Peachtree Plaza,
Atlanta, GA
Recommended CPE credit: 24 hours
Small Firm Conference*
October 27-29—Stouffer Nashville Hotel,
Nashville, TN
Recommended CPE credit: 23 hours
National Conference on Federal Taxes
November 1-2—Grand Hyatt, Washington, DC
Recommended CPE credit: 16 hours
National Conference on Banking
November 4-5—Grand Hyatt, Washington, DC
Recommended CPE credit: 19 hours
Credit Unions Conference
November 8-9—Las Vegas Hilton,
Las Vegas, NV
Recommended CPE credit: 16 hours
IRS National Office—Tax Practitioners
Technical Roundtable*
November 12-13—Capital Hilton,
Washington, DC
Recommended CPE credit: 13 hours
Annual Conference on the Securities Industry
November 17-18—Javits Center,
New York, NY
Recommended CPE credit: 16 hours

To register or for more information, call the
AICPA CPE division, (800) 862-4272.
*Call the AICPA meetings and travel
department, (201) 938-3232.
Practicing CPA, September 1993
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Partner and Client Succession Issues
No client will be a client indefinitely, any more than
a partner will always be a partner. Failure to
acknowledge this fact of life can ultimately lead to
the failure of a CPA firm. In order to sustain the
practice, the partners must continually build the
client base. They must also take steps to ensure the
firm continues by protecting the current client
annuity through a formal partner/client succession
policy.
Surprisingly, many firms don’t have formal suc
cession plans in place. Such plans are of paramount
importance today, because client services in
creasingly depend on building relationships. With
out a well-thought-out succession plan for a retiring
or withdrawing partner, the future annuity is
precarious.
An older partner may have a strong rapport with
the founder and president of a client company. A
younger person will eventually take over the reins of
that company, however, and may have nothing in
common with the older partner. The CPA firm's for
mal succession plan should ensure that another
partner has established ongoing business relation
ships with the heirs apparent at the client company.
Exhibit 1
Partner_____________
Client Succession Planning Document A*
Name of client_____________________________

Please state current status of transitioning account:

In your opinion, please state the strategy for main
taining or improving client relationship and continuity,
e.g., who should be the next partner and manager
assigned to the engagement to ensure continuity.

Other comments (including likes or dislikes of owner
or management):

*To be completed by the Engagement Partner for each client
marked (4) on the Client Succession Planning Document B.

Practicing CPA, September 1993

The important point is that when either a partner
or a client is due to retire or become less active, the
CPA firm should have a formal plan in place to ease
the transition and help in retaining clients. Succes
sion planning should be part of every firm's strategic
plan.
The two exhibits presented here are documents
from a booklet, Partner and Client Succession Issues
and Plan, that I prepared to help ensure a smooth
transition. Exhibit 2 (facing page) should be com
pleted by the retiring partner three years prior to the
retirement date. The other document (this page)
should be completed for each client identified as one
the firm might lose, due to lack of succession plan
ning. Using these forms will draw attention to the
client base the retiring partner represents, and the
impact the loss of these clients could have on the firm.
The transition
Time is the best ally a firm has during the transition.
Your formal succession plan should require a retir
ing partner to notify other partners at least three
years prior to the date of the intended retirement.
The retiring partner might also be asked to make
suggestions as to which successors would most
likely be able to maintain the existing client re
lationship. (Don't rule out bringing new talent into
the firm, if necessary.) Candidates should be
approved by the managing partner or the executive
committee.
Once successors have been selected, the retiring
partner should discuss with them all aspects of the
client relationships. This would include the history
of each relationship, descriptions of the client busi
ness, details of recent engagements, and various
problems and needs. The successors should be intro
duced to the clients at planned meetings, and should
attend such meetings regularly with the retiring
partner by the second year of the transition. As the
process continues, they should become involved in
day-to-day communications and be ready to handle
every aspect of the client relationship with the retir
ing partner increasingly assuming a supervisory
role.
In summary, if firms protect their client annuity
by implementing formal succession plans, they
greatly improve their chances of retaining clients
upon the retirement or withdrawal of partners.
Making sure existing relationships are protected
and younger partners are building relationships
with the future leaders of client organizations are
important steps in ensuring the annuity is available
to provide for retirement payments. □
— by Robert J. Gallagher, CPA, R.J. Gallagher and
Associates, Inc., 4315 One Mellon Bank Center, 500
Grant Street, Pittsburgh, Pennsylvania 15219, tel.
(412) 281-8559

client

Years
as

Client*
retention
rating (A)
Annual fees
Audit, Tax, MAS, Total

Owner
Name Age

Name & age
of next president
(if known)

Engagement
partner
name

Date:_____________

Age of
partner

Proposed partner to
assume engagement
Name
Age

Partner____________ _

Office-------------------------

* For each client rated (2, 3, or 4), complete the client succession planning document A.

2.

1.

Excellent opportunity to continue servicing client for several years.
Average opportunity to continue servicing client for several years. Client could change due
to recent complaints of bills, lack of service.
3.
During next 3 -5 years, the firm could possibly not represent client due to potential sale of
business, poor financing, health, age of client.
4.
Vulnerable due to lack of succession planning with second generation.

Client Retention Rating (A)

10____________________________________________________________________________________________________________________________________

9 ___________________________________________________________________________________________________________________________________

8 ___________________________________________________________________________________ _________________________________________________

7 ____________________________________________________________________________________________________________________________________

6 ____________________________________________________________________________________________________________________________________

5 ____________________________________________________________________________________________________________________________________

4 ____________________________________________________________________________________________________________________________________

3 ____________________________________________________________________________________________________________________________________

2 ____________________________________________________________________________________________________________________________________

1____________________________________________________________________________________________________________________________________

Client
name

______________________ CPA Firm
Client Succession Planning Document B

Exhibit 2
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Goals and Affirmations
The difference between goals and affirmations is
simple in form but significant in impact. Goals are
the objects or ends that we strive to attain. Affirma
tions allow us to internalize an ideal image,
behavior, or attainment and accomplish our goals.
When we convert a goal into an affirmation —
written in the present tense and personalized — we
give it the strength to have a greater influence on our
thought processes, decisions, behavior, perfor
mances, and, ultimately, our circumstances in life.
Nothing accelerates growth better than regular
affirmation of goals and experiencing them in three
dimensions: verbal, visual, and emotional.
Remember, with time and discipline, your mind
begins to accept new, better-set, different ideas
about yourself. As you become increasingly comfort
able with these thoughts, they lead to new, better,
and different, actions. That is the real difference
between just having goals and putting those goals
into affirmations. □
— by Mike McCaffrey, Mike McCaffrey & Associates,
P.O. Box 4101, Laguna Beach, California 92652, tel.
(714) 497-6616

AICPA National Small Firm
Conference Reminder
The AICPA Small Firm Conference, which
focuses on providing practice management
training for individual practitioners and
smaller local partnerships, will be held on
October 27-29 at the Stouffer Nashville Hotel
in Nashville, Tennessee.
Preconference specialization sessions will
deal with developing practice niches. These
will include discussions on providing services
to law firms, the construction industry, and
not-for-profit organizations, and on how to
expand into the fields of business valuation
and microcomputer consulting.
In addition to the presentations, practi
tioners can participate in training sessions on
AICPA software and manuals as well as eve
ning open forums for sole proprietors and
partners.
The registration fee is $555 (recommended
for up to 23 hours of CPE credit). For more
information, contact the AICPA meetings
department, (201) 938-3232.

American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, N.Y. 10036-8775
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